
UNITED S~~~CENERALACCOUNT~NCOFFICE 
WASHINGTON, D.C. 20!!48 

B-214417 

The Honorable Henry Waxman, Chairman 
Subcommittee on Health and the Environment 
Committee on Energy and Commerce 
House of Representatives 

JULY 31, 1984 

124789 

Dear Mr. Chairman: 

Subject3 An Analysis of Proposed Formulas for 
the Home and Community Based Services 
Block Grant Program (GAO/HRD-84-83) 

This letter responds to a request from your Subcommittee 
staff on May 24, 1984, asking GAO to provide an analysis of the 
proposed formula for allocating federal funds under the home and 
community-based services program proposed by the Health Services, 
Preventive Health Services, and Home and Community Based Services 
Act of 1984, reported by the Senate Committee on Labor and Human 
Resources on April 12, 1984, in S. 2301. Your staff raised two 
areas of concern: (1) the measurement of the population in need 
used in allocating funds among states and (2) the specification 
of minimum state allotments. Specifically, we were asked to sug- 
gest options that would target federal funds based on measures of 
the elderly poor and near poor and to consider alternative 
methods of providing minimum state allotments. 

The bill establishes within the Preventive Health and Health 
Service Block authority a separate program to assist state acti- 
vitles to 

--coordinate long-term care provided to elderly and disabled 
persons, 

--develop procedures and means to identify and assess 
elderly and disabled persons in need of home and 
community-based services, 

--identify and assess individuals in need of comrnunity- 
based services, and 

--provide certain home and community-based services. 
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Services which can be provided with grant funds include: 

--Homemaker or home health aide services. 

--Medical social services. 

--Dietary services. 

--Physical, occupational, speech, or respiratory therapy. 

--Adult day care. 

--Drugs and biologicals. 

--Respite care. 

Grant funds cannot be used for skilled nursing and physician 
services. 

Earlier proposals for a home and community-based services 
program would have allocated funds to the states in proportion to 
their share of individuals over 65 years of age. The formula in 
s. 2301 allocates funds to the states on the same basis with a 
weighting factor which increases allotments for states with a 
high proportion of elderly residents, relative to the nation as a 
whole, and it reduces allotments for states with relatively young 
populations. 

Whether to allocate funds on the basis of the total number 
of elderly with the weighting factor or without it depends on 
congressional intent. Allocating funds without it will provide 
the same amount of federal funding per elderly resident in all 
states. In contrast, using the adjustment factor results in 
allocating more funds per elderly resident to states with rela- 
tively old populations compared to states with relatively young 
populations. Consequently, states with young populations would 
not be able to spend as much per elderly resident and/or would 
serve a smaller proportion of its elderly residents. This could 
result in significant interstate disparities in program benefits. 

Whether to allocate funds on the basis of the total number 
of elderly, such as proposed by S. 2301, or to provide more 
targeting to the elderly poor and near poor also depends on con- 
gressional intent. If the program is intended to benefit all 
income groups equally then allocating funds based on the total 
number of elderly would be more appropriate. However, if the 
program is to benefit primarily the low-income elderly then an 
indicator of poverty status may be more appropriate. 
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S. 2301 also provides minimum allotment6 by guaranteeing the 
states and eligible territories a minimum percentage of the funds 
appropriated. This method of providing minimum allotments re- 
sults in a number of primarily small and/or rural states receiv- 
ing much larger allotments than other states, relative to their 
share of the elderly or elderly poor. This could also result in 
significant interstate disparities in program benefits. There 
are several alternative approaches for avoiding this outcome. 

STATISTICAL MEASURES 
OF THE POPULATION IN NEED 

Based on the Senate Committee report on S. 2301 and discus- 
sions with your staff we identified three alternative measures of 
the needy population for consideration in the formula: 

--The total number of elderly (poor and nonpoor). 

--The total number of elderly, adjusted for state differ- 
ences in the proportion of elderly residents (weighted 
elderly). 

--The number of elderly poor and near poor. 

s. 2301 defines the elderly as the number of state residents 
over the age of 65. Data on the total number of elderly are 
available annually from the Bureau of the Census. Thus, allocat- 
ing block grant funds based on the number of elderly state resi- 
dents would be relatively straightforward. 

The formula proposed in S. 2301 allocates funds based on the 
total number of elderly resident6 weighted by the proportion of 
elderly living in the state compared to that of the nation as a 
whole. Data for the weighting factor are also available annually 
from the Census Bureau in that it is simply the ratio of the num- 
ber of elderly residents to the total population. 

Direct measures of the elderly poor and near poor by state 
are only available from the decennial census. The census reports 
four alternative measures, the number of people over 65 years of 
age below 125, 150, 175, and 200 percent of the official poverty 
line. It is difficult to select one of these measures over the 
others as the basis for targeting block grant funds because the 
program does not explicitly define eligibility criteria. En- 
closure I shows the differences between each measure of the 
elderly poor by state. It is a matter of judgment as to which 
measure of the elderly poor is most appropriate. While we have 
no basis to select one measure over the others, for purposes of 
our review, we have used the number of people below 175 percent 

3 



a-214417 

of the poverty line as a measure of the elderly poor and near 
poor. 

Because the use of state poverty data is available only once 
every 10 years it becomes increasingly obsolete as population 
shifts occur over time. This weakness can be partially mitigated 
by estimating the elderly poor and near poor annually by applying 
the percentage of elderly poor from the most recent census to 
currently available annual estimates of total elderly. This 
method assumes that shifts in the elderly poor occur in the same 
proportion as shifts in the total elderly population. While we 
have not tested this assumption we believe that it is a reason- 
able method of adjusting the decennial census data. Conse- 
quently, our subsequent analysis uses this method of estimating 
the elderly poor and near poor. 

THE DISTRIBUTION OF BLOCK GRANT FUNDS 
IS SIGNIFICANTLY AFFECTED BY WHICH 
MEASURE OF THE NEEDY IS USED 

Allocating block grant funds on the basis of each state's 
share of the elderly, the elderly poor, or weighted elderly sig- 
nificantly affects the targeting of block grant funds. Table 1 
shows the distribution of block g 
under each of these alternatives. f 

ant funds among the states 
States with relatively low 

poverty rates, such as California, Connecticut, Maryland, and 
Nevada, would receive less funding under a poverty-based formula 
compared to a formula based on the total number of elderly (see 
column 3). Conversely, states with relatively high poverty rates 
would receive considerably more funding: Alabama (44 percent), 
Arkansas (46 percent), and Mississippi (59 percent), (also shown 
in column 3). 

The weighting factor contained in S. 2301 also results in a 
considerable redistribution of block grant funds as shown in the 
last column of table 1. Weighting the elderly by the proportion 
of elderly state residents would reduce allotments to states with 
relatively young populations, such as Alaska (75 percent), Utah 
(36 percent), and Wyoming (35 percent), while increasing allot- 
ments in states with relatively old populations--Florida (46 per- 
cent), Arkansas (19 percent), and Iowa (16 percent). 

Whether the total number of elderly or just the elderly poor 
should be used to allocate block grant funds depends on whether 
the benefits provided under the program are intended to be more 
or less evenly spread among all elderly individuals or whether 

1To isolate only the effect of using alternative measures of the 
needy, the analysis does not incorporate any minimum allotments. 
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benefits will be more heavily skewed towards the low-income 
elderly. To the extent that the elderly poor (or total elderly) 
reflect the population in need, allocating grant funds on either 
basis would provide an equitable distribution of grant funding, 
in that each state would receive equal federal funding per person 
in need. 

WEIGHTING THE NEEDY BY THE PROPORTION 
OF ELDERLY STATE RESIDENTS WOULD PRODUCE 
UNEVEN STATE ALLOTMENTS 

The effect of weighting the number of elderly by the propor- 
tion of elderly residents penalizes states with relatively young 
populations and favors states with old populations. For example, 
of the $9.1 million redistributed by the weighting factor, half 
is reallocated to one state, Florida. 

The uneven allotments can be further illustrated by the fol- 
lowing example. Suppose Florida (a state with a high proportion 
of elderly) and Texas (a state with a relatively small proportion 
of elderly) had the same number of needy elderly residents. 
Allocating funds based solely on the number of needy, without the 
weighting factor, would produce equal federal funding and the 
same amount of federal aid per person in need. However, because 
Florida's proportion of elderly residents is 45 percent above the 
national average, while Texas is 20 percent below, the weighting 
factor would increase Florida's and reduce Texas's allotment by 
corresponding amounts. Thus, if the average federal grant were 
$100 per person in need, Florida would be able to spend $145 per 
person and Texas $80, an 80-percent difference. Consequently, 
with the federal funds provided, Texas would not be able to spend 
as much per person in need and/or would serve a smaller propor- 
tion of its needy residents giving rise to potentially signifi- 
cant interstate disparities in program benefits. 

PROPOSED MINIMUM ALLOTMENTS 
DISPROPORTIONATELY 
COMPENSATE SOME GOVERNMENTS 

S. 2301 provides minimum allotments to the 50 states, the 
District of Columbia, Puerto Rico, American Samoa, Virgin Is- 
lands, the Commonwealth of the Northern Mariana Islands, Guam, 
and the Trust Territories of the Pacific Islands by two separate 
provisions. First, eligible governments are each allotted a flat 
dollar amount, and second, each is guaranteed a minimum percent- 
age of the funds appropriated. These minimums are shown in table 
2 for the affected governments. 
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Table 2 

Minimum Allotment Provisions 

Minimum share 
of sropriations 
Percent Dollar& Government 

50 state8 
District of 

Columbia 
Puerto Rico 
Virgin Islands 
Guam 
Trust Territories 
Northern Marianas 
American Samoa 

Flat dollar 
allotment 

$150,000 

150,000 
150,000 

50,000 
50,000 
50,000 
50,000 
50,000 

l/2 

l/2 750,000 
l/2 750,000 
l/4 375,000 
l/4 375,000 
l/4 375,000 
l/16 93,750 
l/16 93,750 

$750,000 

aDollar amounts assume a $150 million appropriation. 

A flat dollar allotment can be justified as providing a 
minimum funding level to cover the cost of minimum amounts of of- 
fice space, equipment, and administrative staff. In the time 
available we were unable to determine whether the flat dollar 
allotments provided in S. 2301 will be sufficient to cover these 
expenses. Consequently, our subsequent analysis accepts the flat 
dollar allotments as appropriate. 

The minimum share provision, however, provides additional 
funding relative to the number of elderly or elderly poor resid- 
ents for 14 small and/or sparsely populated states. Conseq- 
uently, the minimum share provision will provide more federal 
funding per person in need in these 14 states. In addition, be- 
cause the minimum share is directly related to the amount of 
funds appropriated, the additional funding they receive will 
automatically increase as program funding rises. Consequently, 
these states will always be provided more federal funding for 
their needy compared to the remaining states. 

The additional funding provided to states affected by the 
minimum share provision is substantial in most cases. Table 3 
shows the percentage increase in allotments due to the minimum 
share provision for the 14 affected states. For example, 
Alaska's allotment is 932 percent above what it would receive 
based on its share of elderly residents, a lo-fold increase. 
Similarly, Wyoming's allotment is 244 percent higher, Vermont's 
124 percent, a three-fold and two-fold increase, respectively. 
Ten of the 14 states affected have their allotments increased by 
more than 40 percent. 
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Table 3 

Increase in Grant Due to Minimum Allotment Provisions 

State 

Allotment Allotment 
without with Percent 
minimuma minimuma increase 

(in thousands) 

Alaska $ 73 $750 932 
Wyoming 218 750 244 
Vermont 336 750 124 
Delaware 352 750 113 
District of Columbia 408 750 83 
Nevada 431 750 74 
North Dakota 470 750 60 
Hawaii 475 750 58 
Montana 503 750 49 
South Dakota 526 750 43 
Idaho 565 750 33 
New Hampshire 610 750 23 
Utah 660 750 14 
New Mexico 705 750 6 

"Assumes a $150 million appropriation. 

Should the Subcommittee want to consider other alternative 
minimum provisions, we are available to provide assistance. As 
arranged with your office, we are sending copies of this report 
to the Director of the Office of Management and Budget and the 
Secretary of the Department of Health and Human Services. Copies 
will also be available to other interested parties who request 
them. Please let us know if we can be of further assistance. . 

Sincerely yours, 

Director 

Enclosure 
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